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t o  i npa t i en t s  n o t  possessing such m a t e r i a l s ,  and  o ther  medical care  

mater ia l s .  The purchasecostofblood and bloodcomponents shal l  

be excluded. 

( c )  	 The invoice/inventorycost and relatedrevenueof a1 1 Medical a n d  

SurgicalSuppliesfor which a separa techargeis  made t o  a pa t i en t  
d . 

f o rt h e  use or consumptionof thesupply must be reportedinthe 

Medical and Surgicalsupplies o r  Drugs SoldtoPat ientscost  and 

revenuecenters. 

( d )  Medical and SurgicalSuppliesissued by Central S u p p l y  Services or 

i Pharmacy f o r  which a separatechargeisnot  made t o  a pa t i en t  must 

be accounted as an interdepartmentalfor t ransfer  a t  

invoice/inventorycost t o  thecostcenterusingthesuppl ies  and 

mater ia l s .  The cost  of reusablepatientnon-charge items used by 

more t h a n  one functionalcenter must remainin or be t ransfer red  t o  

the cos tCentral S u p p l y  Serv ices  center .  The cos t  of reusable 

pa t i en t  non-charged i items used by one functionalcentershould be 

reported i n  t h a t  center .  The cos t  of o the r  Medical and Surgical 

Supplies n o t  requis i t ioned from Central Supply Services and f o r  which 

a separatechargeis no t  made t o  a p a t i e n t  must be reportedinthe 

funct ionalcostcenter  i n  which thesuppl ies  and/or  mater ia l sare  

consumed. 
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( e )  The overhead issuing ofassociated w i t h  the Medical and Surgical 

S u p p l i e s  s h a l l  be reported i n  the Central S u p p l y  Services  or Pharmacy 

cos t  reusablecen te r s .  Except for supplies i n  ( d )  above and 

d i f f e r e n c e s  between beginning and end of year inventories,  n o  Medical 

Suppl ies  Centraland Surgical  shal l  be reported i n  the Supply 

Services  or Pharmacy costcenters .  
i . 

6.24 Non-Medical and Non-Surgical S u p p l i e s  

Non-Medical and Non-SurgicalSupplies the cost ofinclude invoice/inventory 

suppl ies ,instruments ,  a n d  minor  equipment (other  t h a n  Medicaland Surgical 

Suppl ies )  requi red  for  the  opera t ion  o f  a hospitalforpurposesother t h a n  the  

d i rec t  p rovis ion  o f  care  t o  a patient are reported i n  the using cost  and revenue 

center .Allrebates  and q u a n t i t y  purchasediscountsshall be o f f s e ta g a i n s t  

thesecosts .  

6.25 Purchased Services 

Purchased Servicesincludethecost o f  a l l  servicespurchasedthatcould be 

accomplished by a h o s p i t a l ' s  own employees b u t  f o r  which the  hosp i t a l  e l ec t s  t o  

contract(notnecessar i ly  w i t h  a formal cont rac t ) .  All physicianservicesshal l  

be c lass i f iedasphys ic ian  Compensation. 
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6.26 Major moveable Equipment 


in section 6.8 are expenses to
Major Moveable Equipment, as defined be included 

in the costs of each center at historical depreciation costs (for both owned 

and capitalized leased equipment) plus a price level replacement cost premium, 

as discussed in section 6.8 and operating lease expenses. Interest expense 

incurred through purchaseor capitalized leasesof Major Moveable Equipmentshall 


since
not be included with Major Moveable Equipment costs the use of price level 

depreciation of such equipment for thefinancial elements i s  intended to replace 

this financial requirement o f  hospitals and provide adequate funds to rep1 ace 

equipment at the expiration of useful life. 

6.27 Reports of costs and revenues 


(a) 	 The financial elements shall take into account a facility's income 


from all sources, including specific purpose grants and other funds 


from governmental sources, but excluding income and principal from 


board or donor restricted funds, gifts and special fund raising 


projects. Expenses incurred and revenues generated by a hospital 


for items not included in the definitions of Services Related to 


Patient Care (i.e. Routine Services, Ambulatory Services, Ancillary 


Services, Patient Care
General Services, and Institutional Services) 


shall be classified as either other operating expenses
and revenues 


or non-operating revenue and shall be accounted for separately to 


determine i f  and how they shall be applied to Costs Related to 


Patient Care and the Capital Facilities Allowance to determine the 


93-ll-MA(NJ) 
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hospi ta l ' sto ta lf inanc ia le lements  or theCurrent CostBase. ( F o r  

using d a t a  from OtherPCBs established allOperating and 

Non-Operating Revenues and Expenses reported as S t a n d a r d  Hospital 

Accounting and  Rate Evaluation ( S H A R E )  cos t  cen ter  cos ts  and "expense 

recoveries"shal l  be t r ea t edas  Case B ,  asdef inedherein) .  There 

a rethreecasesin to  which such r econc i l i a t ionsa rec l a s s i f i ed :  
L . 

1. 	 Case A - Expenses and r evenuesre l a t edtoac t iv i t i e s  which the  

hospital  has selected t o  engage i n  b u t  which a r e  n o t  an  integral  

p a r t  o f ,  or necessaryfor,theprovision o f  pat ien tcare .  Such 

expenses and revenuesarenettedagainst  each o ther .  Gains are  

applied as reductions t o  the Current Cost Baseused t o  determine 

hospi ta l  payment r a t e s ,  b u t  any lo s sesa re  n o t  applied.  

2 .  Case B - Expenses and  revenuesrelated t o  a c t i v i t i e s  which the 

hospitalhaselected t o  engage i n .  and  which a re  an integral  pa r t  

provis ion of pa t ien to f ,  or necessary for,  the care .  Such 

expenses and revenues are net tedagainst  each o ther .  Losses a re  

appliedasincreases t o  theCurrentCost Base and gainsare  

a p p l i e d  as reductions.  

3 .  	 Case C - Expenses and revenuesrelated t o  a c t i v i t i e s  which a re  

specif ical ly  underStateexcluded the rules .  Expenses and 

revenuesshall n o t  be net tedagainst  each other.Neithergains 

nor losses  sha l l  be applied i n  determination of theCurrent Cost 

i 



for 

ATTACHMENT 4 .19 -A  
PAGE C87 

(b) 	 Items o f  other operating expense and revenue shall be excluded from 

Services Related to Patient Care reporting centers. Other operating 

expenses and revenues so determined, in addition to non-operating 

revenues, shall be classified to account a1 1 revenue and expense 

transactions o f  the hospital's Unrestricted Fund per thehospital's 
x . 

financial statements. Accounting differences between thehospital's 


financial statements and the Financial Elements Report shall be 


reconciled. 


(c) Other operating expenses and revenues and non-operating revenues 

i shall be categorized below as: 


1. Excluded health care services: 


2. Education and research; 


3 .  Sales and services not related to patient care; 

4 .  Patient convenience items; 

5. Administrative items; and 


6. Other income. 


. 
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(d) Expenses and revenues of these items are netted against each other 

and the resulting total gains subtracted from or total losses added 

to Costs RelatedtoPatientCareandtheCapitalFacilities 

Allowance to determine the hospital's Current Cost Base, depending 

on theCase (A,  B, or C) into whichtheitemisclassifiedin 

Sections 6 . 2 7  through 6.33. ItemsnotlistedinSections 6 . 2 7  

through 6.33 shallbeassignedtothe casewhosedefinitionin 

Section (c) of this Section, best matches the natureof the item. 


6 - 2 8  Excluded Health Care Services 

(a) Non-Acute CareServicesprovided by ahospital such as skilled 

care care,nursing (approved or unapproved , intermediate 

residential care services, lor3 term psychiatric careand long term 


rehabilitation andintermediatecare services are not properly acute 


hospital functions, and hence shall be excluded
and treated as Case 

t 

C. 	 Sufficient accounting records shall be maintainedto account for 

the costs of such operations and such costs shall be excluded from 

Costs Related to Patient Careby cost center per Sections 5 .ll and 

5.13. 


(b) Organ Donations: Organs acquiredby a hospital and donated to a pool 


or patient at another hospital are not properly service related to 


careofpatientsatthedonating hospital, and hence costs and 


revenuesshallnotbe included inthe servicedefinitions. The 


acquisition costs incurred shall be accounted
for in accordance with 
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t he  de f in i t i on  of the Organ Acquis i t ion  cos t  cen ter  b u t  n o t  reported 

the re in .  However, cos t s  o f  such donatedorgansshall be appliedas 

increases  t o  CostsRelated t o  Pa t i en t  Care and Revenues and sha l l  

be appliedasoffsets(Case 5 ) .  

( c )  Blood: I n  order t o  encourage sol ic i ta t ion bloodhospi ta l  of 

donations,thepurchasecostof wholeblood or the  equiva len t  un i t s  

ofbloodextender and /o r  plasma sha l l  be excluded and t reatedas 

Case C .  

( d )  Provisions ofHealthCare Services t o  AnotherHealthCare Fac i l i t y  

f - or SharedServices: Where a h o s p i t a lc a r ef a c i l i t yu t i l i z e st h e  

labora tory ,  d a t a  processing,physicaltherapydepartment, or other  

P 	 serv ices  of a hospi ta l ,  such cos t s  sha l l  n o t  be included i n  the Costs 

Related t o  Pat ient  Careof the hospi ta lprovidingtheservices .  The 

associatedcosts(includingoverhead) and revenueshall be excluded 

from the  def in i t ions  o f  thosecentersintheprovidinghospital and 

sha l l  be treatedas Case 8 .  

Physician Fees(e) Remunerated t o  a Hospi ta l :  Where a physician 's  

compensationarrangementwith a hospi ta l  requi res  some or a l l  of the  

physician 'sfeesreceiveddirect ly  from p a t i e n t s  t o  be turnedover 

t o  thehospi ta l ,  such feesshallnot be includedin Revenue Related 

t o  Pat ient  Care and a ret rea tedas  Case B. 
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( f )  Excluded Ambulatory ServicesOutpat ient  Renal a n d  Home Dialysis :  

The cost  and revenue r e l a t e d  t o  theseserv icessha l l  be t rea ted  a s  

Case C .  Revenues and  expensesarenetted,  and neithergains n o r  

losses  Prel iminary Costsha l l  be added t o  the Base. Suf f ic ien t  

accountingrecordsshall be maintained t o  account forthecosts  of 

such operations and such d i r e c t  and ind i rec tcos tsha l l  be excluded 

from CostsRelated t o  PatientCare.  

(9 )  Excluded Ambulatory Services;  Materni ty  CareHeal thstar t  Health 

Suppor t  Services:  The revenues and expenses associated with the pro

vis ion of theseservicesshal l  be t rea tedas  Case C ,  nettedagainst  

each other ,withnei thergains  n o r  l o s ses  added t o  thePreliminary 

CostBase. 

( h )  ExcludedAmbulatory Serv ices ;Heal ths ta r tPedia t r icCont inui ty  of 

Care: I n  hospi ta ls  salar ied revenues andwith pediatr ic ians ,  

expensesassociatedwiththenon-insti tutional Medicaid capi ta ted 

feesha l l  be t rea tedas  Case C and net tedagainst  each other .  Gains 

and lossessha l l  be excluded from thePreliminary Cost  Base. 

6 . 2 9  Education and Research 

- / 

( a )  	 Approved Education and Research Income suchasgrants, or contract  

payments, t u i t i o n s  and feesreceivedasdirectsupportfor  approved 

educational and  research programs (withtheexceptionofthose from 

theGraduate medical Education Program fo r  primary careresidency 
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programs in  Family Pract ice ,  Medicine,Internal  Pediatr ics  or 

Obstetrics/Gynecology)(seesection 6 . 7 3 )  are used t o  o f f s e t  such 

expenses and t r ea t edas  Case B .  Transfers o f  SpecificPurpose Fund 

Revenues t o  the Unrestr ic ted F u n d  shal l  be reportedasnon-operating 

revenue. 

( b )  	 Non-Approved Education and Research ( n o t  approvedinaccordancewith 

sec t ion  6.17)  c o s t s  and revenues u p  t o  the amount o f  such c o s t s  a r e  

excluded. Overheadexpenses shal l  be included i n  thecos ts  o f  such 

program as  Case A .  

( c )  . '  	Salar ied  house physicianshired by thehospital  i o  supplementhouse 

coverage o f  attending physicians or pa t ien t  un i t s  such as  res idents  

o f  non-hospitalprograms,shall be includedas Case B. Coverage o f  

emergency serv ices  and o ther  ambula to ry  and anc i l l a ryse rv ices  by 

such physiciansshal l  be included i n  thecos tcenterdef in i t ion  o f  

theseserv ices .  

6 .30  Sales  and  se rv icesnotre la ted  t o  pa t ien tcare  

Services t o  an External( a )  	 Provision o f  General Organization: The 

provision of d a t a  processing,laundry,housekeeping,managerial or 

othergeneralservices  by a hospital  t o  a n  organizationotherthan 
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anotherheal thcarefaci l i tyshal l  be excluded and t r e a t e d  as 

of associatedCase A .  Costs such arrangements s h o u l d  include 


overhead and be reported i n  accordance w i t h  the reporting of related 


organizat ions(seesect ion 6 . 1 2 ) .  


( b )  	 Saleof Medical Supplies(other t h a n  fo r  an episode o f  hospi ta lcare)  

t o  pa t i en t s  such as take-home drugs,excludingthoseitemswhere i t  

would be medicallyunreasonable t o  l i m i tt h ep a t i e n t ' su s et ot h e  

episodeofhospitalcare,  and othersshal l  be excluded. Take-home 

supp l i e s  for renaldialysis  and home healthcareshall  be included 

where included i n  the ofprovisionsMedicare HIM-29 and HIM-11 

,- (Case A ) .  

( C )  Sale  of  Scraprevenueshall be excluded from therevenuecenter and 
. .  

t rea tedas  Case B. 

( d )  MedicalRecords Transcr ipt ionforpat ients ,theirlegaladvocates ,  

or other personnelnon-hospital shall be excluded. Costs ( t o  be 

reported t o  the revenue received unless direct costing i s  ava i lab le)  

and revenueshall be treatedas Case A .  

(e)Cafeter iaoperat ions,including vendingmachines,shall be t r ea t ed  

as Case C, exceptforthesubsidizationof employeemeals and meals 

for s tudents  i n  approvedprograms. Cafeter iaoperat inglossesshal l  

be apportioned among employees, students and others .Subsidizat ion 

resident) meals shal l  be includedo f  employee (including as an 


